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ACTION:  Proposed  rules. 

SUMMARY:  In  April  1977,  a  proposed 
new  Article  9  of  Regulation  S— X  contain¬ 
ing  requirements  as  to  form  and  content 
of  financial  statements  of  bank  holding 
companies  and  banks  was  published  for 
comment.  Upon  review  and  considera¬ 
tion  of  the  comments  received,  the  pro¬ 
posed  requirements  have  been  extensive¬ 
ly  revised  and  are  now  reissued  for  com¬ 
ment.  It  is  expected  that  the  proposed 
requirements,  as  revised,  will  result  in 
more  Informative  financial  statements 
for  investors  and  potential  investors  In 
securities  of  these  companies. 


DATE;  Comments  on  or  before  February 
28,  1977. 

ADDRESS:  Comments  in  triplicate  to 
George  A.  Fitzsimmons,  Secretary,  Se¬ 
curities  and  Exchange  Commission, 
Washington,  D.C.  20549.  All  comments 
will  be  available  for  public  inspection 
(FUe  No.  S7-732) . 

FOR  FURTHER  INFORMATION  CON¬ 
TACT: 


Lawrence  J.  Bloch,  Assistant  Chief 
Accountant,  Securities  and  Exchange 
Commissslon,  Washington,  D.C.  20549, 
202-755-1182. 

SUPPLEMENTARY  INFORMATION: 
General 


and  accounting  organizations.  Comments 
on  the  proposal  covered  a  wide  range  of 
topics  and  reflect  the  varying  concerns 
of  the  respondents.  The  Commission  has 
considered  these  comments  and  has  ex¬ 
tensively  revised  the  proposed  Article  9. 
In  view  of  the  changes  it  is  deemed  ap¬ 
propriate  to  reissue  the  proposed  Article 
9  for  comment. 

Although  originally  it  had  been  hoped 
that  the  proposal  could  be  adopted  so  as 
to  be  applicable  to  financial  statements 
for  years  ending  on  December  31,  1977, 
this  reissuance  of  the  proposal  for  com¬ 
ment  has  the  effect  of  deferring  its  ulti- 
mated  adoption.  It  is  now  expected  that 
the  revised  article  will  not  be  effective 
for  periods  ending  before  June  30,  1978. 

Comments  and  Changes 

BALANCE  SHEET 

The  proposal  was  intended  to  be  appli¬ 
cable  to  both  consolidated  and  unconsoli¬ 
dated  financial  statements  of  bank  hold¬ 
ing  companies.  Comments  were  received 
that  .some  of  the  specific  disclosures 
called  for  relating  to  nonbanking  activ¬ 
ities  were  unnecessary  and  inappropriate 
for  an  understanding  of  the  holding  com¬ 
pany’s  operations  and  further  that  in¬ 
cluding  provisions  for  consolidated  and 
unconsolidated  statements  in  this  arti¬ 
cle  was  a  combination  of  requirements 
for  disparate  entities.  Reference  to  dis¬ 
closure  requirements  related  to  holding 
company  accounts  have  been  deleted  and 
a  new  provision  added  that  holding  com¬ 
pany  only  statements  are  to  be  prepared 
in  accordance  with  Article  5  of  Regula¬ 
tion  S-X.  It  is  provided,  however,  that  on 
the  holding  company  statements  invest¬ 
ment  advances  and  income  related  to 
bank  subsidiaries  should  be  shown  sepa¬ 
rately  from  amounts  related  to  other 
subsidiaries,  and  that  dividends  from 
subsidiaries  and  other  investees  should 
be  reported  as  the  first  item  on  the  in¬ 
come  statement  while  the  related  equity 
in  imdistributed  earnings  would  be  re¬ 
ported  at  the  bottom  of  the  statement. 


In  a  release  issued  on  April  21,  1977,  ^ 
the  Commission  proposed  amendment  of 
the  financial  statement  requirements  of 
Regulation  S-X  (17  CFR  Part  210)  by 
the  addition  of  a  completely  revised  Ar¬ 
ticle  9  (17  CFR  210.9-01  to  9-05)  to  be 
applicable  to  bank  holding  companies 
and  banks.  'Hie  proposal  was  intended  to 
replace  the  existing  Article  9  which  re¬ 
lies  in  major  part  on  provisions  of  Regu¬ 
lation  F  of  the  Board  of  Governors  of  the 
Federal  Reserve  System  (12  CFR  Part 
206).  The  principal  purpose  of  the  pro¬ 
posal  was  to  establish  requirements  in 
Regulation  S-X  for  statements  of  bank 
holding  companies  in  view  of  the  in¬ 
creased  complexity  of  their  operations. 

Over  160  letters  of  comment  were  re¬ 
ceived  including  132  from  bank  hold¬ 
ing  companies  and  banks.  Letters  were 
also  received  from  the  three  Federal 
bank  regulatory  agencies,  banking 
associations,  public  accoimting  firms. 


•Release  Nos.  33-6823,  34-13469.  35-10996, 
IC-9730  (42  PR  21809;  AprU  29,  1977) , 


RECEIVABLES  FROM  OFFICERS,  DIRECTORS  AND 
OTHERS 

Many  comments  addressed  the  pro¬ 
posed  reporting  of  loans  to  oflBcers,  direc¬ 
tors,  employees  and  certain  others  (in¬ 
siders)  on  the  balance  sheet  and  in 
Schedule  lEL  A  number  of  changes  have 
been  made  reflecting  these  comments. 
The  proposal  called  for  separate  report¬ 
ing  of  insider  loans  as  part  of  other  as¬ 
sets,  but  many  comments  pointed  out 
that  these  loans  generally  were  made  on 
the  same  terms  as  loans  to  unassociated 
persons  and  that  they  should  not  be  ex¬ 
cluded  from  the  loans  receivable.  The 
revision  now  includes  all  loans  in  one 
caption  with  a  provision  for  disclosure  of 
the  aggregate  amount  of  insider  loans  in 
a  note  if  they  exceed  5  percent  of  stock¬ 
holders’  equity. 

The  requirement  for  Schedule  in 
which  calls  for  disclosure  of  amounts  due 
from  insiders  has  been  revised  to  call  for 
reporting  of  amounts  receivable  from  in¬ 
dividuals  which  exceed  the  lesser  of 
$500,000  or  2^  percent  of  stockholders’ 


equity.  The  requirement  for  both  the  bal 
ance  sheet  disclosure  and  schedule  re¬ 
porting  has  been  changed  to  make  il 
clear  that  in  addition  to  amounts  owed 
directly  by  insiders,  amounts  to  be  re¬ 
ported  extend  to  corporations,  ventures 
or  other  organizations  in  which  they 
have  ownership  interests,  trusts  and 
estates  in  which  they  are  involved,  and 
to  relatives  living  in  their  home. 

This  insider  disclosure  is  for  financial 
statement  purposes  and  does  not  resolve 
the  matter  of  the  deletion  of  the  excep¬ 
tion  from  disclosure  for  transactidns  in¬ 
volving  loans  when  the  issuer  or  any  of 
its  subsidiaries  is  engaged  primarily  in 
the  business  of  lending  which  was  raised 
in  Release  No.  33-5758,  November  2, 1976. 

BALANCE  SHEET  FORMAT 

The  requirement  for  classification  of 
assets  and  liabilities  to  show  earning  as¬ 
sets  apart  from  other  assets,  and  deposits 
and  borrowed  funds  apart  from  other  li¬ 
abilities  has  been  deleted  because  of  dif¬ 
ficulties  in  clearly  differentiating  be¬ 
tween  earning  and  nonearning  assets. 
The  general  order  of  the  balance  sheet 
has  been  changed  so  that  assets  are  listed 
by  their  relative  liquidity.’  The  number 
of  separate  captions  has  been  reduced 
by  combining  a  number  of  captions  into 
other  asset  and  other  liability  categories. 

INVESTMENT  SECURITIES 

Many  comments  suggested  that  par¬ 
enthetical  disclosure  of  market  value  of 
investment  securities  on  the  balance 
sheet  was  not  necessary  since  these  se¬ 
curities  are  purchased  to  be  held  to  ma¬ 
turity.  Market  value,  however,  is  an  aid 
to  the  evaluation  of  this  asset.  This  dis¬ 
closure  should  not  be  relegated  to  a  note 
and  this  suggested  change  has  not  been 
made. 

In  response  to  many  comments,  the  re¬ 
quirement  for  disclosure  of  concentra¬ 
tion  of  investments  in  securities  of  a  spe¬ 
cific  issuer  has  been  increased  from  5 
percent  to  10  percent  of  stockholders’ 
equity. 


TRADING  ACCOUNT  SECURITIES 

Many  commenters  viewed  the  proposed 
requirement  for  stating  trading  accoimt 
securities  at  market  value  to  be  an  in¬ 
tervention  into  the  standard  setting 
process.  The  amounts  are  usually  not 
material  and  consequently  we  have 
changed  this  provision  to  permit  the  use 
of  cost,  lower  of  cost  or  market.  We  be¬ 
lieve  that  the  use  of  market  value,  how¬ 
ever,  is  the  most  appropriate  basis  since 
it  is  consistent  with  the  manner  of  oper¬ 
ation  of  such  an  account.  The  elimina¬ 
tion  of  alternatives  of  this  nature  is 
appropriate  and  we  will  recommend  that 
the  Financial  Accounting  Standards 
Board  consider  the  matter. 


•The  order  of  the  balance  sheet  captions 
and  also  the  format  of  the  Income  statement 
are  suggested  presentations,  hurt  the  state¬ 
ments  may  be  filed  In  such  form  and  order  as 
will  best  Indicate  their  significance  and  char¬ 
acter.  Significant  departure  from  the  Regu¬ 
lation  S-X  format  should  be  discussed  with 
the  Commission  staff.  (See  {  210.3-01  (a).) 
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Many  commenters  were  concerned 
that  the  categories  by  which  loans  were 
to  be  reported  on  the  balance  sheet  and 
interest  income  on  the  income  statement 
were  derived  from  regulatory  require¬ 
ments  and  were  not  representative  of 
categories  used  by  banks  in  the  operation 
of  their  business.  It  was  asserted  that 
accounting  systems  were  not  designed  to 
produce  information  in  this  detail.  One 
of  the  banking  organizations  comment¬ 
ing  on  the  proposal  suggested  the  follow¬ 
ing  as  being  more  appropriate  for  the 
purpose  of  reporting  to  investors: 

Commercial,  financial  and  agricultural. 

Real  Estate — construction. 

Real  Estate — mortgage. 

Consumer. 

Foreign. 

These  categories  are  less  detailed  than 
those  originally  proposed  and  represent 
a  condensation  of  the  regulatory  require¬ 
ments.  The  revised  proposal  calls  for 
disclosure  of  loans  and  loan  Interest  in¬ 
come  in  these  categories.  In  addition, 
however,  financial  or  agricultural  loans 
would  be  stated  separately  if  either  cate¬ 
gory  exceeds  10  percent  of  total  loans, 
and  any  other  loan  category  should  be 
stated  separately  regardless  of  relative 
size  if  necessary  to  disclose  any  unusual 
risk  concentration.  Comments  are  re¬ 
quested  as  to  the  appropriateness  of 
these  or  other  categories.  In  this  con¬ 
nection  any  comparable  change  in  Guides 
61  and  3  would  be  a  prospective  one.  A 
newly  added  provision  would  permit  the 
use  of  a  series  of  categories  other  than 
those  specified  if  considered  to  be  a 
more  appropriate  presentation  provided 
that  the  reason  for  such  alternate  is  fur¬ 
nished  in  a  note. 

Another  change  in  this  area  permits 
lease  financing  to  beincluded  in  one  of 
the  aforemetioned  loan  categories  or 
presented  separately. 

DEPOSITS 

Due  to  a  significant  number  of  com¬ 
ments  the  proposal  has  been  revised  tc 
call  for  s^arate  disclosure  of  time  and 
savings  deposits. 

OTHER  stockholders’  EQXHrY 

In  response  to  a  number  of  comments, 
we  have  dropped  the  provision  for  ex¬ 
clusion  from  retained  earnings,  im- 
appropriated,  of  amoimts  which  have 
been  capitalized  in  the  accounts  of  a 
subsidiary  bank.  Although  a  requirement 
of  this  nature  is  not  covered  by  gen¬ 
erally  accepted  accounting  principles,  we 
believe  that  it  has  merit  and  will  recom¬ 
mend  its  consideration  by  the  Financial 
Accoimting  Standards  Board.  It  should 
be  noted  that  $  210.3-16  (h),  which  calls 
for  reporting  restrictions  on  the  avail¬ 
ability  of  retained  earnings  for  dividend 
purposes,  applies  to  bank  holding  com¬ 
panies  and  banks  as  well  as  to  all  other 
coixgianies. 
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Income  Statement 
INCOME  statement  FORMAT 

There  has  been  no  basic  change  in  the 
format  of  the  proposed  income  state¬ 
ment;  however,  many  captions  and  in¬ 
structions  have  been  revised  and  re¬ 
stated. 

interest  and  fees  on  loans 

As  noted  in  the  comments  above  on 
loans,  the  categories  to  be  used  for  de¬ 
tailed  reporting  of  loans  and  interest  on 
loans  have  been  revised  so  that  there 
now  would  be  only  five  categories. 

interest  on  long-term  debt 

Many  commenters  stated  that  interest 
on  a  bank  premises  mortgage  should  be 
classified  with  other  interest  on  long¬ 
term  debt,  and  such  a  change  is  refiected 
in  the  revised  proposal.  Many  banks  have 
the  flexibility  of  financing  bank  premises 
either  with  a  mortgage  or  from  general 
funds  and  having  financed  premise  out 
of  general  funds,  then  have  the  ability 
to  subsequently  obtain  funds  by  morgag- 
ing  their  bank  premises.  In  view  of  the 
ready  availability  of  these  alternatives 
it  appears  appropriate  to  report  all  in¬ 
terest  on  long-term  debt  in  the  same 
expense  caption. 

securities  gains  and  losses 

In  the  proposal  securities  gains  and 
losses  were  proposed  to  be  reported  as  an 
element  of  other  revenue  rather  than  as 
a  separate  category  to  be  reported  at  the 
foot  of  the  income  statement  as  has  been 
customary  for  some  time.  This  change 
was  based  on  a  conclusion  that  such 
gains  are  a  regular  part  of  bank  earn¬ 
ings  and  should  not  be  set  apart.  It  was 
also  noted  that  the  amoimts  have  not 
been  significant  in  recent  years.  The  pro¬ 
posal  has  been  revised  to  provide  for  con¬ 
tinued  separate  reporting  of  these  gains 
in  light  of  the  comments  received.  We 
continue  to  believe,  however,  that  a 
strong  argument  can  be  made  that  con¬ 
ceptually  they  are  only  one  of  several 
components  of  net  income  of  a  bank  and 
not  necessarily  so  significant  as  to  merit 
separate  reporting  apart  from  the  re¬ 
mainder  of  the  operations. 

Foreign  Activities 

In  the  definition  and  reporting  re¬ 
quirements  for  foreign  activities,  we  are 
applying  the  general  criteria  in  the  Fi¬ 
nancial  Accounting  Standards  Board’s 
Standard  No.  14  on  business  enterprise 
segement  reporting  to  the  specific  char¬ 
acteristics  of  banking. 

As  stated  in  the  original  proposal  in 
Release  No.  33-5823.  the  definition  of  for¬ 
eign  activties  is  intended  to  include  loans 
and  other  revenue  producing  assets  and 
transactions  in  which  the  debtor  or  cus¬ 
tomer  is  domiciled  outside  the  United 
States.  The  definition  would  cover  opera¬ 
tion.,  located  and  conducted  entirely  out¬ 
side  the  United  States  as  in  the  defini¬ 
tion  of  foreign  operations  in  Standard 
No.  14  and  would  also  cover  loans  made 
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from  a  location  in  the  United  States  to  a 
debtor  located  outside  the  United  States. 
This  latter  provision  recognizes  the  abil¬ 
ity  of  banks,  at  times,  to  place  loans  in  a 
domestic  or  foreign  office  depending  on 
the  availability  of  funds. 

In  response  to  some  comment  letters, 
the  proposed  definition  has  been  revised 
to  permit  exclusion  from  foreign  activi¬ 
ties  of  a  loan  to  a  debtor  or  customer 
domiciled  outside  the  United  States 
which  is  fully  guaranteed  as  to  principal 
or  interest  by  a  United  States  govern¬ 
ment  agency  or  by  a  United  States  domi¬ 
ciled  company  which  has  the  financial 
ability  to  meet  the  imdertaking.  This 
special  definition  for  banks  was  not  rec¬ 
ognized  in  the  recent  release  on  segment 
reporting*  which  adopted  the  FASB’s 
definition  and  many  letters  noted  this 
difference.  It  is  intended  that  segment 
reporting  for  banks  will  be  consistent 
with  the  Article  9  definition  for  foreign 
activities.  This  definiticm  would  apply 
prospectively  also  to  the  foreign  opera¬ 
tions  section  of  the  statistical  disclosure 
in  Guides  61  and  3  which  at  present 
leave  the  definition  of  foreign  operations 
to  the  registrant. 

The  proposal  called  for  reporting  of 
revenue,  expenses  and  income  or  loss 
before  taxes  related  to  foreign  activities. 
Many  comments  suggested  that  this  be 
changed  to  net  income.  What  is  involved 
in  a  number  of  instances  is  the  reporting 
of  operating  results  on  a  pretax  basis 
and  the  effect  of  the  allocation  of  tax 
benefits  between  domestic  and  foreign 
areas  in  arriving  at  net  income.  It  ap¬ 
pears  appropriate  in  this  situation  for 
both  an.ounts  to  be  reported.  The  10  per¬ 
cent  materiality  test  for  determining  dis¬ 
closure  of  foreign  activities  has  been 
expanded  to  allow  consideraticoi  of  either 
pretax  income  or  net  income. 

A  new  requirement  has  been  added  for 
disclosure  of  specified  assets  and  liabili¬ 
ties,  revenue  and  income  by  significant 
geographic  segments.  As  defined  in 
Standard  No.  14.  a  significant  geographic 
segment  is  one  for  which  assets,  revenue 
or  Income  exceed  10  percent  of  the  com¬ 
parable  amount  in  the  related  financial 
statements. 

In  addition,  the  requirement  for  dis¬ 
closure  of  estimates  and  assumptions 
made  in  allocating  revenue  and  expenses 
to  foreign  activities  has  been  amplified 
by  an  additional  requirement  concern¬ 
ing  the  method  of  pricing  money  trans¬ 
fers  in  adjusting  for  funds  generated  or 
used. 

Although  many  letters  objected  to  the 
requirement  for  allocation  of  a  portion 
of  the  allowance  for  loan  losses  to  for¬ 
eign  loans,  we  believe  that  the  relative 
significance  of  foreign  loans  in  some 
banks  and  significant  differences  in 
their  nature  as  against  domestic  loans 
are  sufficient  to  warrant  separate  re¬ 
porting  of  charges,  credits  and  the  bal- 


*42  FR  26010;  May  20,  1977;  Release  No. 
33-6826,  34-13525,  35-20023,  10-9761;  Indus¬ 
try  and  Homogeneous  Ceorgraphlc  Segment 
Reporting. 
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ance  of  the  allowance.  Since  to  some  ex¬ 
tent  a  loss  potential  exists  in  any  loan 
portfolio,  it  is  inappropriate  to  present 
loans  receivable  in  a  financial  statement 
without  an  accompanying  allowance  for 
losses.* 

Other  Matters 

Materiality  tests  have  been  revised  so 
that  balance  sheet  disclosures  are  based 
on  stockholders’  equity  and  income  state¬ 
ment  disclosures  are  based  on  revenue. 

The  requirement  for  schedule  disclo¬ 
sure  of  supplementary  income  statement 
information  (§  210.12-16)  has  been 
eliminated  since  the  specified  disclosures 
are  generally  not  applicable  to  banks. 

This  proposal  varies  in  certain  details 
from  some  of  the  provisions  of  Guides 
62  and  3  principally  in  the  proposed  cat¬ 
egories  for  reporting  loans  and  in  the 
requirements  for  reporting  foreign  activ¬ 
ities.  The  loan  categories  are  a  conden¬ 
sation  of  the  categories  in  Section  III  A 
of  the  guides:  The  definition  of  foreign 
activities  would  apply  to  the  reporting 
required  under  Section  VIII  of  the 
guides  as  well  as  to  Article  9.  In  this  con¬ 
nection,  the  staff  will  review  the  guides 
to  eliminate  unnecessai-y  and  duplicate 
requirements  in  1978. 

Other  commenters  suggested  that  the 
requirements  of  §210.4-02(e)  for  sep¬ 
arate  financial  statements  for  significant 
subsidiaries  of  a  financial  nature  in¬ 
cluded  in  consolidated  financial  state¬ 
ments  should  be  modified  or  eliminated. 
This  may  be  appropriate  especially  in 
view  of  the  business  enterprise  segment 
reporting  requirements  of  FASB  Stand¬ 
ard  No.  14;  however,  it  is  not  directly 
related  to  this  proposal  and  will  be  con¬ 
sidered  separately  in  1978  . 

Many  letters  suggested  that  banks  be 
exempted  from  the  requirement  for  in¬ 
cluding  a  statement  of  changes  in  finan¬ 
cial  condition  with  their  financial  state¬ 
ments.  They  argue  that  while  an  analysis 
of  cash  flows  may  be  useful  in  a  manu¬ 
facturing  company  it  is  not  pertinent  to 
banking  as  fimds  are  in  effect  the  stock 
in  trade.  In  the  case  of  a  bank  or  bank 
holding  company  it  is  argued  that  the 
statement  is  little  more  than  a  listing  of 
the  increases  and  decreases  of  balance 
sheet  items  at  the  beginning  and  end  of 
the  year  and  does  not  reflect  day-to-day 
fluctuations  in  deposits,  overnight  in¬ 
vestments  and  other  transactions.  It  is 
represented  that  other  information  such 
as  daily  average  balance  sheets,  invest¬ 
ment  maturities,  and  interest  sensitivity 
is  more  appropriate  for  the  purpose  of 
assessing  a  bank’s  cash  flows. 

Although  the  statement  of  changes  in 
financial  condition  is  required  in  the  SEC 
forms  applicable  to  filings  of  bank  hold¬ 
ing  companies  (and  all  other  registrants 
are  well)  the  requirement  was  estab¬ 
lished  originally  by  the  Accounting 


*  In  this  connection  Standard  No.  14  states 
In  paragraph  10(e)  that  “Asset  valuation  al¬ 
lowances  such  as  the  following  shall  be 
taken  Into  account  In  computing  the  amount 
of  an  industry  segment's  identifiable  assets: 
Allowance  for  doubtful  accounts,  accrunu- 
lated  depreciation,  and  marketable  securi¬ 
ties  valuation  allowance.” 


Principles  Board  and  has  been  endorsed 
by  the  FASB.  The  statement  is  consid¬ 
ered  a  basic  requirement  for  all  com¬ 
panies  and  we  believe  that  its  discontinu¬ 
ance  as  a  requirement  for  all  companies 
or  for  a  class  of  companies  is  a  matter 
for  consideration  by  the  FASB. 

Although  in  many  areas  this  proposal 
calls  for  restatement  of  financial  state¬ 
ments  and  other  information  presently 
included  in  notes  or  otherwise  readily 
available,  some  other  requirements  may 
be  difficult  to  develop  retroactively.  An 
example  is  the  information  on  foreign 
activities  based  on  the  proposed  new 
definition.  Where  retroactive  application 
of  a  new  requirement  cannot  be  complied 
with  except  with  great  difficulty,  the 
Commission  will  accept  filings  reflecting 
the  new  requirement  prospectively. 

Registrants  are  reminded  also  that  al¬ 
though  the  balance  sheet  or  income 
statement  requirements  call  for  report¬ 
ing  of  certain  specific  captions,  under 
§  210.3-02  if  the  amount  required  to  be 
shown  with  respect  to  an  item  is  not 
material  it  need  not  be  separately  re¬ 
ported. 

Commission  Action 

The  Commission  hereby  proposes  to 
amend  Part  210  of  Chapter  II  of  Title  17 
of  the  Code  of  Federal  Regulations  by  re¬ 
vising  the  table  of  contents,  and  by  revis¬ 
ing  §  210.12-32  as  indicated  below: 

PART  210 — FORM  AND  CONTENT  OF  FI¬ 
NANCIAL  STATEMENTS.  SECURITIES  ACT 

OF  1933,  SECURITIES  EXCHANGE  ACT 

OF  1934,  PUBLIC  UTILITY  HOLDING 

COMPANY  ACT  OF  1935,  AND  INVEST¬ 
MENT  COMPANY  ACT  OF  1940 

1.  The  table  of  contents  of  Part  210  is 
revised  as  set  forth  below : 

Application  of  Regulation  S-X  (17  CPR 
Part  210) 

*  *  •  •  * 

Bank  Holding  Companies  and  Banks 
Sec. 

210.9- 01  Application  of  }5  210.9-01  to  210.- 

9-05. 

210.9- 02  Balance  sheets. 

210.9- 03  Income  statements. 

210.9- 04  Foreign  activities. 

210.9- 05  What  schedules  are  to  be  filed. 

•  •  •  *  * 

For  Bank  Holding  Companies  and  Banks 
210.12-32  Investment  securities. 

2.  In  §  210.5-01  paragraph  (a)  (7)  is 
revised,  paragraph  (b)  is  deleted,  and 
paragraph  (c)  is  redesignated  as  (b)  as 
set  forth  below: 

§  210.5—01  Application  of  §§  210.5—01 
to  210.5-04. 

(a)  *  •  • 

(7)  Bank  holding  companies  consoli¬ 
dated  and  banks  (see  §§  210.9-01  to  210.- 
9-05).  Unconsolidated  financial  state¬ 
ments  and  schedules  filed  for  bank 
holding  companies  shall  be  prepared  in 
accordance  with  this  article  (8§  210.5-01 
to  210.5-04),  except  as  provided  in 
9-01(b). 

•  •  •  •  * 

(b)  [Deleted] 

(c)  [Redesignated  at  (b)  1 


3.  The  Subpart  entitled  "Bank  Hold¬ 
ing  Companies  and  Banks,"  containing 
S§  210.9-01  through  210.9-05,  is  revised  to 
read  as  follows: 

Bank  Holding  Companies  and  Banks 

§  210.9—01  Application  of  §§  210.9—01 
to  210.9-05. 

(a)  Bank  holding  companies  and 
banks.  This  article  shall  be  appUcable  to 
consolidated  financial  statements  filed 
for  bank  holding  companies  and  finan¬ 
cial  statements  of  banks. 

(b)  Financial  statements  filed  for 
bank  holding  companies  (unconsoli¬ 
dated)  shall  be  prepared  in  accordance 
with  §§  210.5-01 — 210.5-04  except  that: 

(1)  On  the  balance  sheet,  the  amounts 
presented  for  securities  of  and  indebt¬ 
edness  from  and  to  affiliates  and  other 
persons  at  §§  210.5-02-10,  210.5-02-11 
and  210.5-02-31  and  on  Schedules  EH, 
IV  and  X  shall  show  investments  and 
indebtedness  from  and  to  banks  sepa¬ 
rately  from  amounts  for  other  persons; 
and 

(2)  On  the  income  statement,  divi¬ 
dends  received  from  unconsolidated  sub¬ 
sidiaries  and  50  percent  or  less  owned 
persons  shall  be  shown  as  the  first  item 
on  the  statement,  and  the  amoimt  to  be 
reported  at  §  210.5-03-17  shall  be  the 
equity  in  undistributed  earnings  of  un¬ 
consolidated  subsidiaries  and  50  percent 
or  less  owned  persons.  Dividends  and 
equity  in  imdistributed  earnings  related 
to  banks  shall  be  shown  separately  from 
amounts  for  other  persons. 

(c)  The  requirements  of  the  general 
rules  in  §§  210.1-01—210.1-02,  210.2-01— 
210.2-05,  210.3-01—210.3-17  and  210.4- 
01 — 210.4-08  shall  be  applicable  except 
where  they  differ  from  requirements  of 
§§  210.9-01  and  210.9-05. 

§  210.9—02  Balance  sheets. 

Except  as  otherwise  permitted  by  the 
Commission,  the  balance  sheets  filed  for 
persons  to  whom  this  article  is  applica¬ 
ble  shall  comply  with  the  following  pro¬ 
visions  (see  paragraph  (a)  of  §  210.3- 
01) : 

Assets  and  Other  Debits 

1.  Cash  and  due  from  banks,  (a)  State 
separately  (1)  interest  bearing  deposits  In 
other  banks  and  (2)  noninterest  bearing 
deposits. 

(b)  State  in  a  note  the  amount  and  terms 
of  any  deposits  in  other  banks  held  as  com¬ 
pensating  balances  against  long-  or  short¬ 
term  borrowing  arrangements  (see  §$  210.5- 
01). 

2.  Investment  securities,  (a)  State  the  ag¬ 
gregate  book  value  of  Investment  securities 
showing  parenthetically  or  otherwise  on  the 
balance  sheet  the  aggregate  amount  on  the 
basis  of  market  quotations  or  fair  value  at 
the  balance  sheet  date. 

(b)  State  in  a  note  book  value  and  value 
on  the  basis  of  market  quotations  or  fair 
value  of  securities  of  (1)  the  II.S.  Treasury; 
(2)  U.S.  Government  agencies  and  corpora¬ 
tions;  (3)  states  of  the  UB.  and  political 
subdivisions;  (4)  other  bonds,  notes  and 
debentures  including  obligations  of  foreign 
governments  and  political  subdivisions;  and 
(6)  corporate  stock  (if  material). 

(c)  State  in  a  note  the  basis  by  which 
book  value  is  determined.  Bond  premium 
shaU  be  amortized  and  discount  shall  be 
accredited. 
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(d)  Include  secvirltles  pledged,  loaned  or 
aold  undeo*  repurchase  agreements  and  simi¬ 
lar  arrangements.  Exclude  borrowed  securi¬ 
ties  and  securities  purchased  under  resale 
agreements  or  similar  arrangements. 

(e)  State  in  a  note  the  name  of  issuer, 
aggregate  booh  value  and  aggregate  amount 
on  the  basis  of  market  quotations  or  fair 
value  of  the  securities  of  any  issuer  for 
which  the  aggregate  book  value  exceeds  ten 
percent  of  stockholders’  equity  of  the  per¬ 
son.  For  the  purpose  of  this  disclosure,  the 
term  “Issuer”  shall  have  the  meaning  given 
in  Section  2(4)  of  the  Securities  Act  of  1933, 
except  that  (1)  any  State  of  the  United 
States  and  its  agencies  shall  be  considered  as 
one  Issuer,  (2)  a  political  subdivision  of  a 
State  of  the  United  States  and  its  agencies 
shall  be  considered  as  one  Issuer,  and  (3)  a 
foreign  government  and  its  agencies  and 
political  subdivisions  shall  be  considered  as 
one  Issuer.  For  purposes  of  determining 
amounts  to  be  reported,  securities  guaran¬ 
teed  by  or  considered  liabilities  or  moral 
obligations  of  another  entity  shaU  be  con¬ 
sidered  as  securities  of  both  the  Issuer  and 
the  guarantor  or  obligor.  Information  need 
not  be  given  as  to  securities  of  the  U.S. 
Government  and  U.S.  Government  agencies 
and  corporations.  Consideration  shall  be 
given  to  disclosure  of  risk  characteristics  of 
the  securities  of  an  issuer  and  of  differences 
In  risk  characteristics  of  different  Issues  of 
securities  of  an  Issuer  as  may  be  appropriate. 

3.  Trading  account  securities.  State  in  a 
note  whether  securities  in  dealer  trading  ac¬ 
counts  are  valued  at  (a)  cost,  (b)  lower  of 
cost  or  market,  or  (c)  market.  If  cost  basis 
Is  used,  state  parenthelcally  or  otherwise  on 
the  balance  sheet  the  aggregate  amount  on 
the  basis  of  market  quotations  or  fair  value 
at  the  balance  sheet  date. 

4.  Other  short-term  investments,  (a)  State 
the  aggregate  value  of  Federal  funds  sold 
and  securities  purchased  under  resale  agree¬ 
ment  or  similar  arrangements.  All  securities 
purchased  under  transactions  of  this  type 
shall  be  included  regardless  of  (1)  whether 
they  are  called  simultaneous  purchases  and 
sales,  buybacks,  turnarovmds,  overnight 
transactions,  delayed  deliveries,  or  other 
terms  signifying  the  same  substantive 
transaction,  and  (2)  whether  the  transac¬ 
tions  are  with  the  same  or  different  institu¬ 
tions  if  the  purpose  of  the  transaction  is 
to  resell  Identical  or  similar  securities. 

(b)  Federal  funds  sold  and  purchases  of  se¬ 
curities  under  resale  agreements  shall  be 
reported  gross  and  not  netted  against  pur¬ 
chases  of  Federal  funds  and  sales  of  securi¬ 
ties  under  repurchase  agreements. 

5.  Loans,  (a)  State  separately  (1)  total 
loans  and  (2)  allowance  for  loan  losses. 

(b)  State  on  the  balance  sheet  or  In  a 
note  the  amount  of  loans  in  each  of  the 
following  categories: 

(1)  Commercial,  financial  and  agricultural. 

(2)  Real  estate — construction. 

(3)  Real  estate — mortgage. 

(4)  Consumer. 

(6)  Foreign. 

(c)  (1)  Include  under  the  real  estate-con¬ 
struction  category  loans  secured  by  real  es¬ 
tate  which  are  made  for  the  purpose  of  fi¬ 
nancing  construction  of  real  estate  and  land 
development  projects. 

(2)  Include  under  the  real  estate-mort¬ 
gage  category  loans  payable  in  monthly  or 
quarterly  installments  and  seciued  by  de¬ 
veloped  Income  property  and  personal  resi¬ 
dences. 

(3)  Include  under  the  container  category 
loans  to  individuals  generally  repayable  In 
monthly  Installments.  This  category  shall  in¬ 
clude  also  but  not  be  limited  to  Installment 
loans,  credit  card  and  related  activities.  In¬ 
dividual  automobile  loans,  mobile  home 
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loans  and  residential  repair  and  moderniza¬ 
tion  loans. 

(4)  The  amount  to  be  reported  for  foreign 
loans  shall  agree  with  the  total  reported  at 
8  210.9-04(c)  (1). 

(5)  Include  under  the  commercial,  finan¬ 
cial  and  agricultural  category  all  loans  not 
included  in  another  category.  This  category 
shall  include  but  not  be  limited  to  loans 
to  real  estate  Investment  trusts,  mortgage 
companies,  banks  and  other  financial  insti¬ 
tutions;  loans  for  carrying  securities;  and 
loans  for  agricultural  purposes. 

(d)  State  separately  financial  or  agricul¬ 
tural  loans  if  the  total  of  either  category 
exceeds  ten  percent  of  total  loans.  State  sepa¬ 
rately  any  other  loan  category  regardless  of 
relative  size  if  necessary  to  reflect  any  un¬ 
usual  risk  concentration. 

(e)  Lease  financing  may  be  included  in 
one  of  the  above  loan  categories  or  in  a 
separate  category. 

(f)  If  the  amount  exceeds  5  percent  of 
stockholders’  equity,  state  In  a  note  the  ag¬ 
gregate  amount  of  loans  owed  by  persons  re¬ 
lated  to  the  reporting  person  and  its  affiliates 
as  underwriters,  promoters,  directors,  offi¬ 
cers,  employees,  and  principal  holders  (other 
than  affiliates)  of  equity  securities.  ’The  ag¬ 
gregate  amount  shall  include  (but  not  be 
limited  to)  loans  to  the  foregoing  persons 
and  to  (1)  any  corporation,  venture  or  or¬ 
ganization  of  which  one  of  the  foregoing  p>er- 
sons  is  a  partner  or  is,  directly  or  indirectly, 
the  beneficial  owner  of  10  percent  or  more 
of  any  class  of  equity  securities,  (2)  any 
trust  or  other  estate  in  which  one  of  the 
foregoing  persons  has  a  substantial  beneficial 
interest  or  as  to  which  such  person  serves  as 
trustee  or  in  a  similar  fiduciary  cap>acity  and 
(3)  any  relative  or  spouse  who  has  the  same 
home  as  such  person. 

(g)  Unearned  Income  shall  be  deducted 
separately  from  total  loans  or  netted  against 
the  specific  loan  categories  to  which  It  is 
related. 

(h)  A  series  of  categories  other  than  those 
.specified  in  (b)  above  may  be  used  to  pre¬ 
sent  details  of  loans  if  considered  a  more  ap¬ 
propriate  presentation.  The  reason  for  such 
change  shall  be  furnished  in  a  note.  The 
provisions  of  (d),  (e),  (f),  and  <g)  above 
shall  be  complied  with. 

(1)  For  each  p>eriod  for  which  an  income 
statement  is  filed  furnish  in  a  note  a  state¬ 
ment  of  changes  In  the  allowance  fOT  loan 
losses  showing  balances  at  beginning  and 
end  of  the  period,  provision  charged  to  in¬ 
come,  recoveries  of  amounts  charged  off  and 
losses  charged  to  the  allowance. 

6.  Bank  premises  and  equipment,  (a)  State 
the  aggregate  cost  of  bank  premises,  equip¬ 
ment  and  leasehold  improvements  reduced 
by  accumulated  depreciation  and  amortiza¬ 
tion. 

(b)  State  separately  in  a  note  each  major 
class  used  in  the  ordinary  course  of  business 
such  as  land,  building,  equipment  or  lease¬ 
hold  Improvements;  the  accumulated  de¬ 
preciation  and  amortization;  and  the  basis 
of  determining  the  amounts. 

7.  Customers’  acceptanoe  liability,  (a) 
State  amounts  receivable  from  customers 
on  drafts  and  bills  of  exchange  that  have 
been  accepted  by  a  consolidated  subsidiary 
bank  or  by  other  banks  for  the  account  of 
a  consolidated  subsidiary  and  that  are  out¬ 
standing — that  Is.  not  held  by  the  subsidiary 
bank,  on  the  reporting  date.  (If  held  by  the 
subsidiary  bank,  they  should  be  reported  as 
“loans.”) 

8.  Other  assets,  (a)  State  separately  any 
of  the  following  assets  which  exceeds  twenty 
percent  of  stockholders’  equity  or  any  other 
asset  which  exceeds  twenty  percent  of  stock¬ 
holders’  equity.  'The  remaining  assets  may 
bo  shown  in  one  amount. 
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( 1 )  Excess  of  cost  over  assets  acquirsd  (net 
of  amortization) . 

(2)  Other  Intangible  assets  (net  of  amor¬ 
tization)  . 

(3)  Other  real  estate. 

(4)  Investments  In  and  indebtedness  of 
affiliates  and  other  persons  (see  §§210.5-02- 
10  and  210.5-02-11). 

(b)  Include  under  other  real  estate  all  real 
estate  owned  other  than  that  used  in  the 
ordinary  course  of  business  and  state  the 
basis  or  bases  at  which  It  Is  carried.  If  the 
amount  Is  not  required  to  be  stated  on  the 
balance  sheet  It  shall  be  furnished  In  a  note. 
Any  reduction  In  book  value  resulting  from 
the  recognition  of  fair  market  value  at  the 
time  of  acquisition  of  other  real  estate  shall 
be  accounted  for  as  a  loan  loss.  If  an  allow¬ 
ance  for  real  estate  losses  subsequent  to 
acquisition  is  maintained,  the  amount  shall 
be  disclosed  and  a  statement  of  changes  in 
the  allowance  showing  balances  at  beginning 
and  end  of  period,  provision  charged  to  In¬ 
come  and  losses  charged  to  the  allowance 
shall  be  furnished  for  each  period  for  whlcli 
an  Income  statement  is  filed. 

9.  Total  assets. 

Liabilities  and  Stockholdebs’  Kquitt 

LIABILITIES 

10.  Deposits,  (a)  State  separately  the  fol¬ 
lowing  deposit  categories; 

(1)  Demand  deposits  in  domestic  bank 
offices. 

<2)  Savings  deposits  in  domestic  bank  of¬ 
fices. 

(3)  Time  deposits  In  domestic  bank  offices. 

(4)  Deposits  in  foreign  banking  offices. 

(b)  Include  under  demand  deposits — do¬ 
mestic  all  domestic  deposits  other  than  sav¬ 
ings  and  time  deposits. 

<c)  Include  under  the  savings  deposlts- 
domestic  category  interest  bearing  deposits 
without  specified  maturity  or  contractual 
provisions  requiring  advance  notices  of  in¬ 
tention  to  withdraw  funds. 

(d)  Include  under  the  time  deposits — do¬ 
mestic  category  Interest  bearing  deposits 
subject  to  provisions  specifying  maturity  or 
other  withdrawal  conditions  such  as  time 
certificates  of  deposits,  open  accoimt  time 
deposits  and  deposits  accumulated  for  the 
payment  of  personal  loans. 

(e)  Subcaptions  (a)  (2)  and  (a)  (3)  above 
may  be  combined  if  either  one  is  leas  than  10 
percent  of  total  deposits. 

11.  Short-term  borroteings.  (a)  State  sepa¬ 
rately  here  or  in  a  note  amounts  payable  for 
(1)  Federal  funds  purchased  and  securities 
sold  under  agreements  to  repurchase;  (2) 
commercial  paper;  and  (3)  other  short-term 
borrowings. 

(b)  Federal  funds  purchased  and  sales  of 
securities  under  repurchase  agreements  shall 
be  reported  gross  and  not  netted  against 
sales  of  Federal  funds  and  purchases  of 
securities  under  resale  agreements. 

<c)  Include  as  securities  sold  under  agree¬ 
ments  to  repurchase  all  transactions  of  this 
type  regardless  of  ( 1 )  whether  they  are  called 
simultaneous  purchases  and  sales,  buy-backs, 
turnarounds,  overnight  transactions,  delayed 
deliveries,  or  other  terms  signifying  the 
same  substantive  transaction,  and  (2) 
whether  the  transactions  are  with  the  same 
(X  different  Institutions  If  the  purpose  of  the 
transactions  is  to  repurchase  Identical  or 
similar  securities. 

(d)  Hie  weighted  average  interest  rate  and 
general  terms  (as  well  as  formal  provisions 
for  the  extension  of  the  maturity)  of  each 
categcHT  of  short-term  borrowings  shall  be 
disclosed  along  with  the  maximum  amount 
of  borrowings  in  each  category  outstanding 
at  any  month-end  period  tar  which  an  end- 
of-perlod  balance  sheet  Is  required.  In  addi¬ 
tion,  the  approximate  average  short-term 
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borrowings  outstanding  during  the  period 
and  the  approximate  weighted  average  inter¬ 
est  rate  (and  a  brief  description  of  the  means 
used  to  compute  such  averages)  for  such 
aggregate  short-term  borrowings  shall  be 
disclosed  in  the  notes  to  the  financial  state¬ 
ments. 

This  Information  Is  not  required  to  be 
given  for  any  category  of  short-term  borrow¬ 
ings  which  is  less  than  twenty  percent  of 
stockholders’  equity. 

(e)  The  amount  and  terms  (Including 
commitment  fees  and  the  conditions  under 
which  lines  may  be  withdrawn)  of  unused 
lines  of  credit  for  short-term  financing  shall 
be  disclosed,  if  significant,  in  the  notes  to 
the  financial  statements.  The  amount  of' 
these  lines  of  credit  which  support  a  com¬ 
mercial  paper  borrowing  arrangement  or 
similar  arrangements  shall  be  separately 
identified. 

12.  Bank  acceptances  outstanding.  State 
the  aggregate  of  unmatured  drafts  and  bills 
of  exchange  accepted  by  a  subsidiary  bank, 
or  by  some  other  bank  as  its  agent  (other 
than  those  reported  in  demand  deposits), 
less  the  amount  of  such  acceptances  acquired 
by  the  subsidiary  bank  through  discount  or 
purchase  and  held  on  the  reporting  date. 

13.  Accounts  payable  and  accrued  liabil¬ 
ities.  (a)  State  separately  any  of  the  follow¬ 
ing  liabilities  which  exceeds  twenty  percent 
of  stockholders’  equity  or  any  other  liability 
which  exceeds  20  percent  of  stockholders’ 
equity.  The  remaining  accounts  payable  and 
accrued  liabilities  may  be  shown  in  one 
amount  (see  note  disclosure  called  for  in 
subparagraph  (c)  below:) 

(1)  Income  taxes  payable. 

(2)  Deferred  income  taxes. 

(3)  Indebtedness  to  affiliates  and  other 
persons  (see  5  210.5-02-31). 

(4)  Indebtedness  to  underwrltters,  pro¬ 
moters,  directors,  officers,  employees  and 
principal  holders  (other  than  affiliates)  of 
equity  securities. 

(b)  If  there  is  indebtedness  to  affiliates 
and  other  persons  the  Investments  in  which 
are  accounted  for  by  the  equity  method,  the 
information  required  under  §  210.6-02-31 
shall  be  given. 

(c)  If  the  amount  exceeds  5  percent  of 
stockholders’  equity,  state  in  a  note  the  ag¬ 
gregate  amount  owed  to  persons  related  to 
the  reporting  person  and  its  affiliates  as  un¬ 
derwriters,  promoters,  directors,  officers,  em¬ 
ployees,  and  principal  holders  (other  than 
affiliates)  of  equity  securities.  ’The  aggregate 
amount  shall  include  (but  not  be  limited  to) 
amounts  owed  to  the  foregoing  persons  and 
from  (1)  any  corporation,  venture,  or  or¬ 
ganization  of  which  one  of  the  foregoing  per¬ 
sons  is  a  partner  or  is,  directly  or  Indirectly, 
the  beneficial  owner  of  10  percent  or  more 
of  any  class  of  equity  securities,  (2)  any 
trust  or  other  estate  in  which  one  of  the 
foregoing  persons  has  a  substantial  bene¬ 
ficial  interest  or  as  to  which  such  person 
serves  as  trustee  or  in  a  similar  fiduciary 
capacity  and  (3)  any  relative  or  sp>ouse  of 
one  of  the  foregoing  persons,  or  any  rela¬ 
tive  of  such  spouse,  who  has  the  same  home 
as  such  person. 

14.  Bonds,  mortgages  and  similar  debt,  (a) 
Include  bonds,  capital  notes,  debentures, 
mortgages  and  similar  debt. 

(b)  State  in  a  note  the  Information  re¬ 
quired  under  §  210.5-02-29  (see  also  5  210.5- 
02-30). 

(c)  State  in  notes  with  appropriate  expla¬ 
nations  (1)  the  title  and  amount  of  each 
Issue  of  debt  of  a  subsidiary  included  in  (a) 
above  which  has  not  been  assumed  or  guar¬ 
anteed  by  the  registrant;  and  (11)  any  liens 
on  bank  premises  of  a  subsidiary  bank  or  its 
consolidated  subsidiaries  which  h^ve  not 
been  assumed  by  the  bank  subsidiary  or  its 
consolidated  subsidiaries. 


15.  Total  liabilities. 

16.  Commitments  and  contingent  liabili¬ 
ties.  (a)  See  5  210.3-16(1). 

(b)  State  in  a  note  the  amount  of  out¬ 
standing  standby  letters  of  credit.  For  the 
purpose  of  this  disclosure  “standby  letters  of 
credit”  shall  include  every  letter  of  credit 
(or  similar  arrangement  however  named  or 
designated)  which  represents  an  obligation 
to  the  beneficiary  on  the  part  of  an  issuing 
consolidated  subsidiary  bank  (1)  to  repay 
money  borrowed  by  or  advanced  to  or  for 
the  account  of  the  account  party;  (2)  to 
make  payment  on  account  of  any  evidence 
of  Indebtedness  undertaken  by  the  account 
party;  or  (3)  to  make  payment  on  account 
of  any  default  by  the  account  party  in  the 
performance  of  an  obligation.  Do  not  include 
standby  letters  of  credit  for  which  the  issu¬ 
ing  bank  has  either  been  paid  an  amount 
equal  to  its  liability  under  the  standby  let¬ 
ter  of  credit,  or  has  set  aside  sufficient  funds 
in  a  segregated  deposit  account  to  cover  its 
maximum  liability. 

17.  Minority  interest  in  consolidated  sub¬ 
sidiaries. 

Stockholders’  Equitt 

18.  Capital  shares.  The  classification  and 
disclosure  required  by  f  210..6-02-38  shall  be 
given. 

19.  Other  stockholders’  equity.  The  classi¬ 
fication  and  disclosure  required  by  5  210.6- 
02-39  shall  be  given  (see  subsection  210.3- 
16(h)). 

20.  Total  stockholders’  equity. 

21.  Total  liabilities  and  stockholders’ 
equity. 

§  210.9—03  Income  statements. 

(a)  Except  as  otherwise  permitted  by 
the  Commission,  the  income  statements 
hied  for  persons  to  whom  this  article  is 
applicable  shall  comply  with  the  provi¬ 
sions  of  this  rule  (see  paragraph  (a)  of 
§  210.3-01). 

Interest  Income 

1.  Interest  and  fees  on  loans,  (a)  Include 
Interest,  service  charges  and  fees  related  to 
direct  participation  in  loans.  Include  inter¬ 
est  on  notes,  bills  and  drafts  that  have  been 
rediscounted  with  Federal  Reserve  or  other 
banks  or  pledged  as  collateral  to  secure  bills 
payable  or  for  any  other  purpose  and  profits 
or  losses  resulting  from  the  sale  of  accept¬ 
ances  and  commercial  paper  at  discount  rates 
other  than  those  at  which  such  paper  was 
purchased. 

(b)  Current  amortization  of  premiums  on 
mortgages  or  other  loans  shall  be  deducted 
from  Interest  on  loans  and  current  accre¬ 
tion  of  discount  on  such  items  shall  be 
added  to  Interest  on  loans. 

(c)  State  in  a  note  interest  and  fees  in 
the  same  categories  as  loans  are  stated  in 
the  note  pursuant  to  §  210.9-02-1  (b) . 

2.  Interest  (and  dividends  if  material)  on 
investment  securities,  (a)  State  separately 
Income  from  (1)  U.S.  ’Treasury  and  other 
tJ.S.  Government  agency  and  corporation  se¬ 
curities;  (2)  obligations  of  States  and  politi¬ 
cal  subdivisions;  and  (3)  other  securities. 

(b)  Include  accretion  of  discount  on  se¬ 
curities  and  deduct  amortization  of  pre¬ 
miums  on  securities. 

3.  Trading  account  interest.  Include  in¬ 
terest  from  securities  carried  in  a  dealer 
trading  account  or  accounts  that  are  held 
principally  for  resale  to  customers. 

4.  Other  interest  income.  Include  interest 
on  short-term  Investments  (Federal  funds 
sold  and  securities  purchased  under  agree¬ 
ments  to  resell)  and  Interest  on  bank  de¬ 
posits. 

6.  Total  Interest  income. 


Interest  Expense 

6.  Interest  on  deposits.  Include  Interest  on 
all  deposits.  State  separately  on  the  Income 
statement  or  In  a  note  Interest  on  deposits 
detailed  In  the  same  categories  as  those  by 
which  deposits  are  stated  on  the  balance 
sheet  (see  §  210.9-02-10). 

7.  Interest  on  short-term  borrowings.  In¬ 
clude  Interest  on  borrowed  funds  including 
Federal  funds  purchased  securities  sold  un¬ 
der  agreements  to  repurchase,  commercial 
paper  and  other  short-term  borrowings. 

8.  Interest  on  long-term  debt.  Include  in¬ 
terest  on  bonds,  capital  notes,  debentures, 
mortgages  on  bank  premises  and  similar 
debt. 

9.  Total  interest  expense. 

10.  Net  interest  income. 

11.  Provision  for  loan  losses. 

12.  Net  interest  income  after  provision  for 
loan  losses. 

13.  Other  income.  State  separately  any  of 
the  following  Items  of  income  which  ex¬ 
ceeds  one  percent  of  revenue  or  any  other 
item  of  Income  which  exceeds  1  percent  of 
revenue.*  The  remaining  other  income  may 
be  shown  in  one  amount. 

(1)  Commissions  and  fees  from  fiduciary 
activities. 

(2)  Fees  for  services  to  customers. 

(3)  Commissions,  fees  and  markups  on 
securities  underwriting  and  other  securities 
activities. 

(4)  Profit  on  transactions  in  securities  in 
dealer  trading  account. 

14.  Other  expenses,  (a)  State  separately 
any  of  the  following  expenses  which  exceeds 
1  percent  of  revenue  or  any  other  expense 
which  exceeds  1  percent  of  revenue.  The  re¬ 
maining  expenses  may  be  shown  in  one 
amount. 

(1)  Salaries  and  employee  benefits. 

(2)  Net  ocupancy  expense  of  bank  prem¬ 
ises. 

(3)  Net  cost  of  operation  of  other  real 
estate. 

(b)  Report  in  one  amount  the  net  cost 
of  occupancy  of  premises  used  in  the  ordi¬ 
nary  course  of  business  reduced  by  Income 
from  premises  leased  to  others. 

(c)  State  separately  in  one  amount  the 
net  cost  of  operation  of  other  real  estate 
reduced  by  rental  or  other  related  Income. 
Include  provisions  for  real  estate  losses  re¬ 
sulting  from  reevaluations  of  assets  subse¬ 
quent  to  acquisition,  if  any,  and  gains  or 
losses  on  disposition  of  assets. 

15.  Income  or  loss  before  income  tax  ex¬ 
pense,  securities  gains  or  losses  (and  ap¬ 
propriate  items  below). 

16.  Income  tax  expense.  (See  5  210  3-16 
(o).) 

17.  Income  before  securities  gains  or  losses. 

18.  Investment  securities  gains  or  losses, 
less  applicable  tax.  State  in  a  note  the 
method  followed  in  determining  the  cost  of 
investments  sold,  e  g.,  “average  cost,’’  “first- 
in,  first-out,”  or  “identified  certificate.”  Re¬ 
lated  Income  taxes  shall  be  shown  parenthet¬ 
ically.  Gains  or  losses  on  the  person's  own 
equity  securities  shall  not  be  included  under 
this  caption.  Gains  or  losses  on  securities  of 
subsidiaries  and  50  percent  or  less  owned 
persons  shall  not  be  Included  under  this 
caption. 

19.  Other  nonoperating  items,  (a)  Include 
(1)  equity  in  earnings  of  unconsolidated 
subsidiaries  and  60  percent  or  less  owned 
persons  less  applicable  tax,  (2)  gains  or  losses 
on  securities  of  subsidiaries  and  60  percent 
or  less  owned  persons  less  applicable  tax  and 


•  For  the  purpose  of  the  tests  of  materially 
under  55  210.8-03-13,  14  and  19,  the  term 
“revenue”  Includes  the  total  of  amounts  re¬ 
ported  at  55  210.9-03-5  and  13. 
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(3)  minority  interest  In  Income  of  consoli¬ 
dated  subsidiaries. 

(b)  If  any  of  the  foregoing  items  is  less 
than  5  percent  of  revenue,  it  may  be  Included 
in  other  income  (I  210.9-03-13)  or  other  ex¬ 
pense  (§  210.9-03-14).  A  note  should  disclose 
the  amount  so  Included. 

20.  Income  or  loss  before  extraordinary 
items. 

21.  Extraordinary  items,  less  applicable  tax. 
Statd  separately  (a)  extraordinary  items  of 
the  person  and  (b)  equity  in  extraordinary 
items  of  (1)  unconsolidated  subsidiaries  and 
(2)  60  percent  or  less  owned  persons  for 
which  the  equity  in  earnings  was  reported 
under  caption  19.  Indicate  the  nature  of  any 
material  items  and  disclose  parenthetically 
or  otherwise  the  tax  applicable  to  each. 

22.  Cumulative  effects  of  changes  in  ac¬ 
counting  principles.  State  separately  (a) 
changes  of  the  person  and  (b)  equity  in 
changes  of  (1)  unconsolidated  subsidiaries 
and  (2)  60  percent  or  less  owned  persons  for 
which  the  equity  in  earnings  '^as  reported 
under  caption  19.  Indicate  the  nature  of  any 
material  items  and  disclose  parenthetically 
or  otherwise  the  tax  applicable  to  each. 

23.  Net  income  or  loss  (See  §210.9-02-19 

(a).) 

24.  Earnings  per  share  data.  Refer  to  the 
pertinent  requirements  In  the  appropriate 
filing  form. 

§  210.90—01  Foreign  activities. 

(a)  General  requirement.  (1)  Separate 
disclosure  concerning  foreign  activities 
(banking  and  nonbanking)  as  specified 
in  pragraphs  (c).  (d),  (e).  (f),  (g),  and 
(h)  below  shall  be  made  if  during  each  of 
the  two  most  recent  fiscal  years  (i)  assets 
associated  with  foreign  activities  ex¬ 
ceeded  10  percent  of  total  assets,  or  (ii) 
revenue  associated  with  foreign  activities 
exceeded  10  percent  of  total  revenue,  or 
(iii)  either  income  (loss)  before  income 
tax  expense  or  net  income  (loss)  asso¬ 
ciated  with  foreign  activities  as  would  be 
reported  in  (h)  below  exceeded  10  per¬ 
cent  of  income  (loss)  before  income  tax 
expense  or  net  income  (loss)  as  reported 
In  the  related  financial  statements. 

(2)  The  total  amount  or  balance  re¬ 
ported  in  paragraphs  (c),  (d),  (e),  (f), 
and  (g)  below  and  the  revenue  and  in¬ 
come  or  net  income  reported  in  para¬ 
graph  (h)  shall  be  presented  separately 
for  each  significant  geographic  area  and 
In  the  aggregate  for  all  other  geographic 
areas  not  deemed  significant. 

(b)  Definitions.  As  used  in  this  article 
the  following  terms  shall  have  the  mean¬ 
ings  indicated : 

(1)  Foreign  activities.  The  term  “for¬ 
eign  activities”  includes  loans  and  other 
revenue  producing  assets  and  transac¬ 
tions  in  which  the  debtor  or  customer, 
whether  an  aflBliated  or  unaffiliated  per¬ 
son,  is  domiciled  outside  the  United 
States,  except  that  there  may  be  ex¬ 
cluded  any  loan  which  is  fully  guaranteed 
as  to  principal  and  interest  by  a  United 
States  government  agency  or  by  a  com¬ 
pany  domiciled  within  the  United  States 
which  undertakes  to  meet  the  terms  of 
the  loan  and  has  sufficient  realizable  as¬ 
sets  to  fully  meet  such  undertaking. 

(2)  Revenue.  The  term  “revenue”  in¬ 
cludes  the  total  of  amounts  reported  at 
S§  210.9-03-5  and  210.9-03-13. 

(3)  Significant  geographic  area.  A  “sig¬ 
nificant  geographic  area”  is  one  whose 


assets,  revenue  or  income  or  net  income 
exceed  ten  percent  of  the  ccnnparable 
amount  as  reported  in  the  related  finan¬ 
cial  statements. 

(c)  Loans.  (1)  State  separately  each  of 
the  following  categories  of  loans  which 
exceeds  10  percent  of  total  loans  related 
to  foreign  activities  (i)  commercial  and 
agricultural,  (ii)  banks  and  other  finan¬ 
cial  institutions,  (iii)  government  and- 
official  organizations,  (iv)  real  estate, 
and  (v)  consumer. 

(2)  State  also  the  amount  of  loans 
made  from  affiliated  enterprises  located 
outside  the  United  States  to  unaffiliated 
persons  within  the  United  States  which 
are  not  included  in  the  amounts  reported 
as  foreign  activities. 

(d)  Allowance  for  loan  losses.  For  each 
period  for  which  an  income  statement  is 
filed,  furnish  in  a  note  a  statement  of 
changes  in  the  allowance  for  loan  losses 
applicable  to  loans  related  to  foreign  ac¬ 
tivities  showing  balances  at  beginning 
and  end  of  the  period,  provision  charged 
to  income,  recoveries  of  amounts  charged 
off  and  losses  charged  to  the  allowance. 

(e)  Balances  and  deposits  in  banks  lo¬ 
cated  outside  the  United  States.  Show 
separately  (1)  interest  bearing  deposite 
and  balances,  and  (2)  all  other  balances. 

(f)  Deposit  liabilities.  State  separately 
deposits  of  (1)  banks  in  foreign  countries 
(including  balances  of  foreign  branches 
of  other  United  States  banks),  (2)  de¬ 
posits  of  foreign  governments  and  official 
organizations,  (3)  other  foreign  demand 
deposits,  and  (4)  other  foreign  time  and 
savings  deposits. 

(g)  Other  borrowings.  State  separately 
(1)  short-term  borrowings,  (2)  bank  ac¬ 
ceptances  outstanding,  and  (3)  bonds, 
mortgages  and  similar  debt  related  to 
foreign  activities  corresponding  to  the 
amounts  reported  on  the  balance  sheet  at 
§§210.9-02-11, 12,  and  14. 

(h)  Revenue  and  income  or  loss.  For 
each  period  for  which  an  income  state¬ 
ment  is  filed  state  the  amount  of  reve¬ 
nue,  expenses,  and  income  or  loss  before 
taxes  and  net  income  or  loss  associated 
with  foreign  activities.  Information  may 
be  presented  in  the  form  of  the  income 
statement  in  §  210.9-03.  State  in  a  note 
the  method  of  pricing  money  transfers  in 
adjusting  for  funds  generated  or  used 
and  the  nature  of  significant  estimates 
and  assumptions  made  in  allocating  reve¬ 
nue  and  expenses  to  foreign  activities. 

§  210.9—03  Wliat  srliedules  are  to  be 
filed. 

(a)  Except  as  expressly  provided 
otherwise  in  the  applicable  form. 

(1)  The  schedules  specified  below  in 
this  section  as  Schedules  I,  IV,  V,  VI,  and 
VII  shall  be  filed  as  of  the  dates  of  the 
most  recent  audited  balance  sheet  and 
any  subsequent  unaudited  balance  sheet 
being  filed  for  each  person  or  group.  Pro¬ 
vided,  That  any  such  schedule  (other 
than  Schedules  I  and  VI)  may  be  omitted 
if  both  of  the  following  conditions  exist: 

(i)  The  financial  statements  are  being 
filed  as  part  of  an  annual  or  other 
periodic  report;  and 

(ii)  The  information  that  would  be 
shown  in  the  respective  columns  of  such 


schedule  would  reflect  no  changes  in  any 
issue  of  securities  of  the  registrant  or  any , 
significant  subsidiary  in  excess  of  5  per¬ 
cent  of  the  outstanding  securities  of  such 
issue  as  shown  in  the  most  recently  filed 
annual  report  containing  the  schedule. 

(2)  Schedule  VI,  Capital  shares,  may 
also  be  omitted  if  the  above  two  con¬ 
ditions  exist  and  any  information  re¬ 
quired  by  column  G  of  the  schedule  is 
shown  in  the  related  balance  sheet  or  in 
a  note  thereto. 

(3)  The  other  schedules  specified  be¬ 
low  in  the  rule  as  Schedules  n  and  III 
shall  be  filed  for  each  period  for  which 
an  income  statement  is  required  to  be 
filed  for  each  person  or  group. 

(b)  The  schedules  shall  be  examined 
by  the  independent  accountant  if  the 
related  financial  statements  are  so  ex¬ 
amined. 

(c)  The  schedules  prescribed  by 
§§  210.12-04,  210.12-05  and  210.12-11 
shall  be  filed  in  support  of  subcaptions 
8(a)(4)  and  13(a)(3)  of  each  balance 
sheet  and  shall  be  designated  Schedules 
IX,  X  and  XI,  respectively.  These  sched¬ 
ules  shall  be  filed  for  each  period  for 
which  an  income  statement  is  required 
to  be  filed.  These  schedules  may  be  omit¬ 
ted  if  (1)  neither  the  amount  of  subcap¬ 
tion  8(a)  (4)  in  the  related  balance  sheet 
nor  the  amount  of  subcaption  13(a)(3) 
in  such  balance  sheet  exceeds  10  percent 
of  stockholders’  equity  as  shown  by  the 
related  balance  sheet  at  either  the  be¬ 
ginning  or  end  of  the  period,  or  (2)  there 
have  been  no  material  changes  in  the  in¬ 
formation  required  to  be  filed  from  that 
last  previously  repoii:ed. 

Schedule  I. — Investment  securities.  The 
schedule  prescribed  by  §  210.12-32  shall  be 
filed  in  support  of  caption  2  of  a  balance 
sheet. 

Schedule  II. — Valuation  and  qualifying 
accounts  and  reserves.  The  schedule  pre¬ 
scribed  by  §  210.12-13  shall  be  filed  in  sup¬ 
port  of  valuation  and  qualifying  accounts 
and  reserves  included  in  each  balance  sheet 
excluding  the  allowances  for  loan  losses  and 
real  estate  losses. 

Schedule  III. — Amounts  receivable  from 
certain  persons.  The  schedule  prescribed  by 
§  210.12-03  shall  be  filed  with  respiect  to  in¬ 
debtedness  of  more  than  $600,000  or  2^^  per¬ 
cent  of  stockholders*  equity,  whichever  is 
less,  which  is  owed  or,  at  any  time  during 
the  period  for  which  related  Income  state¬ 
ments  are  required  to  be  filed,  was  owed 
by  each  person  related  to  the  reporting  per¬ 
son  and  its  affiliates  as  underwriter,  promoter, 
director,  officer,  employee  or  principal  hold¬ 
ers  (other  than  affiliates)  of  equity  securities. 
Indebtedness  to  be  reported  shall  Include 
amounts  owed  by  the  foregoing  persons  and 
Indebtedness  which  was  owed  by  (1)  any 
corporation,  venture  or  organization  of  which 
one  of  the  foregoing  persons  is  a  partner  or 
is,  directly  or  Indirectly,  the  beneficial  owner 
of  ten  percent  or  more  of  any  class  of  equity 
securities,  (2)  any  trust  or  other  estate  in 
which  one  of  the  foregoing  persons  has  a 
substantial  beneficial  interest  or  as  to  which 
such  person  serves  as  trustee  or  in  a  similar 
fiduciary  capacity  and  (3)  any  relative  or 
spouse  of  one  of  the  foregoing  persons,  or 
any  relative  of  such  spouse,  who  has  the 
same  home  as  such  person. 

Schedule  IV. — Bonds,  mortgages,  and  simi¬ 
lar  debt.  The  schedule  prescribed  by  §  210.12- 
10  shall  be  filed  in  support  of  caption  14 
a  balance  sheet. 
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Schedule  V. — Guarantees  oj  securities  of 
other  issuers.  The  schedule  prescribed  by 
I  210.12-12  shall  be  filed  with  respect  to  any 
guarantees  of  securities  of  other  Issuers  by 
the  person  for  which  the  statement  Is  filed. 

Schedule  VI. — Capital  shares.  The  sched¬ 
ule  prescribed  by  §  210.12-14  shall  be  filed  in 
support  of  caption  18  of  a  balance  sheet. 

Schedule  VII — Other  securities.  If  there 
are  any  classes  of  securities  not  included  in 
Schedules  IV,  V,  and  VI.  set  forth  in  this 
schedule  information  concerning  such  secur¬ 
ities  corresponding  to  that  required  for  the 
securities  Included  in  such  .schedules.  In¬ 
formation  need  not  be  set  forth.  However, 
as  to  notes,  drafts,  bills  of  exchange,  or 
bankers’  acceptances  having  a  maturity  at 
the  time  of  issuance  of  not  exceeding  1  year. 

4.  Instruction  2(b)  to  the  table  in 
§  210.12-02  is  deleted : 

§  210.12—02  Maikciablc  sccurilirs — 

olhcr  sccuriiy  in\ csliiicnls. 

•  •  •  •  • 

2(b)  IDeleted] 

5.  Section  210.12-32  is  added: 

§  210.12—32  Inveslnicnl  sccurilies. 


roinmn  A  relnmn  B  Cohinin  C 


Tjix*  anil  iraliirily  t;ronpinB 


Value 

Amount  based  on 
at  which  market 
shown  quotatiotis 
in  the  or  fair 
iialuioe  value  at 

sheet  >  balance 

sheet 
date  >  • 


1.  b.fl.  Treasury  securities: 

(a)  Within  1  yr.. . 

(b)  After  1  yr  through  6  yr... 

(e>  After  5  yr  through  10  yr.. 
(d)  After  10  yr . 

Total  U.S.  Treainiry 

securities . 

1.  Securities  of  U.S.  Oovem- 
ment  agencies  and  corpora¬ 
tions: 

(a)  Within  lyr . 

(b)  After  1  yr  through  6  yr... 

(c)  After  5  yr  through  10  yr.. 

(d)  After  10  yr . 


Total  securities  of  U.B. 
Government  agen¬ 
cies  and  corporations . 


a.  Obligations  of  States  of  the 
U.B.  and  political  subdivi¬ 
sions 

(a)  Within  lyr . 

(b)  After  1  yr  through  6  yr... 

(e)  After  6  yr  through  10  yr.. 
(d)  AftM  10  yr . . . 

Total  obligations  of 
States  and  political 
subdivisions . . 


Column  A  Column  B  Column  C 


Typt'  and  maturity  grouping 


Value 

Amount  based  on 
at  which  market 

shown  quotatiotrs 
in  the  or  fair 

balance  value  at 

sheet  ‘  balance 

sheet 
dale  t  > 


4. 


5. 


Otlier  bonds,  notes  and  de¬ 
bentures:* 

(a)  Within  1  yr.. . 

(b)  After  1  yr  through  5  yr... . . 

(e)  After  5  yr  through  10  yr . . 

(d)  After  10  jt . . . 

Total  other  bonds, 
note.s  and  debentures. 

C I  iitxrrate  stock . . 

Total  investment  securi¬ 
ties . . 


<  Column  B  shall  be  totaled  to  correspond  to  tbe  re¬ 
spective  balance  sheet  caption. 

>  State  tbe  ba.sis  of  determining  amounts  in  Column  C. 

'  Column  C  sliall  be  totaled. 

*  Include  obligations  of  the  States  of  the  United  States, 
their  political  subdivisions,  ageikciee  and  instrumentali¬ 
ties  and  obligations  of  territorial  and  insular  possessions. 
Do  not  include  obligations  of  foreign  states. 

*  Include  securities  of  tbe  Fedei^  Reserve  Bank,  and 
foreign  governments  and  iwlitical  subdivisions  thereof. 
State  separately  any  significant  amotmt  of  securities  of 
any  bank  included  hereunder,  indicating  the  number  of 
shares  or  units  or  principal  amount  of  bonds  or  notes. 

These  amendments  are  proposed  to  be 
adopted  pursuant  to  authority  in  sections 
6,  7,  8,  10,  and  19(a)  (15  U.S.C.  77f.  77g. 
77h,  77j,  77s)  of  the  Securities  Act  of 
1933;  section  12,  13,  15(d),  and  23(a) 
(15  U.S.C.  78Z,  78m,  78o<d),  78w’)  of  the 
Securities  Exchange  Act  of  1934;  sections 
5(b),  14,  and  20(a)  (15  U.S.C.  79e,*79n, 
79t)  of  the  Public  Utility  Holding  Com¬ 
pany  Act  of  1935;  and  sections  8,  30,  31 
(c),  and  38(a)  (15  U.S.C.  80j^-8,  80a^29, 
80a-30(c) ,  80a^37(a) )  of  the  Investment 
Company  Act  of  1940.  Pursuant  to  sec¬ 
tion  23(a)  (2)  of  the  Securities  Exchange 
Act,  the  Commission  has  considered  the 
impact  of  these  proposals  on  competition 
and  is  not  aware,  at  this  time,  of  any 
burden  that  such  rule  amendments,  if 
adopted,  would  impose  on  competition. 
However,  the  Commission  specifically  in¬ 
vites  comments  as  to  the  competitive  im¬ 
pact  of  these  proposals,  if  adopted. 

By  the  Commission. 

Shirlet  E.  Hollis, 

Assistant  Secretary. 

Decembek  8,  1977. 

(PB  Doc.77-35870  Piled  12-16-77;8.45  am] 


PfDERAl  lEGISTEt,  VOL  42,  MO,  242— miDAY,  DECEM8EI  16,  1977 


